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Summary Prestdent Marcos™s maim objective for his state visit to Washine ton nest
It dvarharic week is the endorsement of his regime by o US administration He belioy os

R A he will achieve this goul. which he has sought for 10 VCTS,

W leNed s T e pard

He also regards the visitas o chance to enhance prospects for cventual 1S
concesstons on outstanding bilaterad securitn and cconomic issies. Moreos
WIS

o Toobtwn a SES billion compensation packave for the continued E S use

of Clark Air Base and Subic Naval Base for JUNS.89 l ‘

e Purther recognition of Philippine sovercignty over the buses, 25X1
o Further demonstration of Washington's commitiment o Philippine
SCCUTILY 25X1

Manila believes that the revised Bases Aereement can vo much turther
than the present agreement in generating ceonomic development spimofts i

the viciminy of the bases) 25X1

On ceconomic issues:

o Marcos s seeking more favorable US mmport treatnient of 4 varicty of
Philippine goods as well as demonstrations of “spectal treatment” for
Philippine products.

» Manila wants additionad Fxim Bank financing to complete the country s
first nuclear power plant. o facility supplicd by Westinghouse

o Manila wants the United States to influence the TMT (o cise iis 25X1

preconditions on Philippine domestic cconomice policy betore sranting

baliance-of-pavments loans.

25X1
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Overriding Goals President Marcos is undertaking his state visit to accomplish @ woal he has

sought for over a decade: implicit endorsement of his regime by o US
administration.” He believes he has been dented this by previous US
governments because of adverse popular reaction in the United States (o
N his declaration of martial law in 1972 and subsequent dismantling of
Philippine democratic political institutions. Sinee he lifted martial faw in
January 1981 and won reelection to a new six-yvear term the following
Junc, however, he no longer perceives himsell as head of o crisis
government and believes he should no longer be characterized as o
“dictator™ in the derogatory sense of the word. He expects his visit 1o
fegitimize his status as international statesman and affirm cqual partner-
ship with the U nited States. ‘ 25X1

We believe two events will shape both his specific goals and much of his
conduct while in Washington. Marcos suffered a highly publicized setback
to his health, probably viral pncumonia. in mid-August. The infection wais
apparently not serious and subsided after a brief hospitalization. 1.
nonctheless. produced new rumors about Marcos's health and. thus. the
durability of his regime. This could not have come at a4 worse time for o
man who wants to leave no doubts in Washington about his permanence or
legitimacy. We believe his sense of need for conerete achicvements from
the visit will be magnified accordingly. ‘ 25X1

The visit also precedes by only o few months the beginning of the fve-vear
review of the Military Bases Agreement.” The review timetable and venue
have yet to be decided. although the bulk of the negotiations will trke place
next year. Marcos’s advisers have urged him to suggest to the US 25X

“In January 1979 the United States and the Philippines signed an amendment 1o the
Military Bases Agreement calling for a “complete and thorough™ review every five vears
until 1991, when it becomes subject to termination by cither party with one vear's notice
The review is toinclude a “reassessment of the Agreement's objectives, duration. and
manner of implementation.”™ The United States agreed to o S300 million Securin
Assistance Program, including $230 million in Forergn Military Sales eredis, S0 milhon i
direct military assistance, and $200 million for an Feonomic Support Fund to support the

development of economic infrastructure near the bases 25¥X1
I "l'nn Secret 25X1
25X1
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| | 25X1
25X1
administriation that negotigtions begin late this fall in Manila. and he may
well raise this possibility
25X1
Preparation for Mircos expects the visit 1o be highly successful. .
the Visit 25X1

Marcos 25X1

believes the present US administration is more favorably disposed toward
him and his government than previous administrations, which he believes
were excessively interested in human rights and Philippine domestic

Yolitics.
Marcos remains concerned that a prevailing poor image of his government 25X1
in the United States may compromise his visit's chance for success.

“.\1 the very least. he probably expects human rights to- 25X1
be the subject of “quict diplomacy.”™ He has accordingly madce several

recent speeches denying “one-man rule™ and claiming that “political
normalization™ in the Philippines is on xchcdulc“ ‘ 25X1

At the same time. Marcos has recently criticized Western press reporting
about his government. and the Manila media - owned by Marcos's asso-
ciates  has written extensively recently on the alleged bias of the Western

“However. Marcos has been informed by the US Fmbassy that Washington prefers to begin

discussions i April l‘)x.1.|:| 25X1

t2
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Dress e eportng cvents e cne Phibicnes Marcos bistmonth Peschied ot

vehementiv ot BBCO documentary reatunme one ol s most articalaie
political opponents. Tmelda NMarcos ol recentin warned the Ymerican

medie that the Marcos aarty should be tavorabhhy treated by the pross whele

1ts i the United Sty 25X1

25X1

Key Objectives- - I he muior, soneaitie Tone-term obrectives that will shooe NMorcos's condin

National Sccurity with US ofticials  and which he may roase imdnaduatin ‘
are security issues. Marcos believes that the Philippines 25X1
negotiated from a postton of weahness i 197 when the 1947 bases

aorcement was reviewed. because the Unrted States wos withdrowme some
of s nulitary forees from Asias He behieves, theretore, that the Phalioine 25X1

U S strateere relationship, as embodied in the exvastmye Malicary Bases
\orcement, s heavily werchted i Washimeton™s finvor

Miarcos believes that the importance of the bases has grown with a more
assertive US strategie posture, with events i the Middle Fast. and with
Soviet use of Victnamese air and naval facilities, While here. we believe he

Is Likely to rarse the issue of the bases review i the context of broad 25X1
support tor US strategic obrectives. The expectation that Congress will
offer Tittle resistance to requests for mereased defense spending, and an

25X1

Marcos to bring up the compensation issue with US officialds during the vis

i 25X1

apprectation of the tming of the 1984 1S budgct process could Tead

lLop Secret
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For the Tonger term. Muarcos will focus on three major issues for the bases
review. and he will regard his visit as a chance to enhance prospects tor
cventual US concessions:

The Sovereignty Issue

o Marcos wants Philippine Law to prevail mside the bases.

o Philippine adnunistration should take precedence over unhampered US
operition of the bases unless explicitly wanved.
NManila wants provisions for annual, as opposed to five-vear, review.
Alternatively, it would accept a provision for unilateral abrogation of the
aorcement. which 1t belicves would substantially enhance s future
bargaming powner,
Mantta would like to write the term rent™ or “compensation” into the
agreement. avorlding use of the term “aid ™ or Tassistancee,” favored by US
authorities.
Marcos would like the bases to have Filipimo names.
Philippine command in substance. rather than ceremony s preferred.
Marcos would also like the Philippine commander to admimster the bases
from the bases themselves, rather than from Manmila, as s now the case,
Ongoing technical-level discusstons have failed to resolve differences over
Philippine treatment of US personnel and materials entering the bases
from abroad. Marcos may argue Manila's position with US officials
during the visit if 1t is not cleared up beforehand.

The Security Issue

e Marcos wants o reaffirmation of the US commitment to Philippine
SCCUTILY

o Compensation must case the Philippine military s budget constraints.
\lthough Manila will probably be prepared to budge from its inttial
demand for S1.3 billion, Muarcos will not take an ofter to preserve the pre-
vanting Tevel of compensation seriously

Top Secret
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o The compensation issue should not obscure other security issues and

should be disposed ol carly.

The Economic Development Issue

e Manila believes the cconomic assistance package should be separate from
the compensation issuce.
The bases should have cconomice development spinoffs. Thus. Marcos
may attempt to secure increased use of Filipino contractors,
The United States should provide for o gradual phascout of the biases op-
cration i the event it becomes necessary, so that adverse cconomic
effects are minimivzed.
If the compensation package is deemed madequate, Manila is prepared 1o

seek additional concessions on trade and finance issues.,

25X1

key Objectives Bilateral trade and financial issues are of Tess fong-term mmportinee to

Trade and Finance Manila. but are more pressing bilateral negotiating muatters. We belieyve
Marcos: for this reason. will be more Tikely 1o raise the specifios of
ceonomic issues than to mdulge i the specifios of seeurity issues. In
addition, Marcos is heavily influenced by his Prime Minister, Cesar Vit
an cconomist who feels more strongly about cconomic matters than about
issues relating to the bilateral securtty relationship. On the other hand.
Manila's bargaiming position on cconomic issues is much weaker than it is
on seeurity issues. Marcos thus runs the risk of diminishing the svmbolic

success of the vistt i he dwells on differences over specific cconomice

25X1
25X1

matters. Outstanding cconomic matters include:

Trade Issues
o Munila wants technical changes in US trade policy that would Tower

dutics on US imports from the Philippines.

25X1

* Munila would like to conclude rencgotintion of an agreement governing

bilateral trade in textiles.

Manila has concluded as a result of its own rescareh that the Caritbbean
Basin Inttiative will probably do it Little short-run harm. but its public
statements generally run contrary to this view, Marcos, morcover. hos
mterpreted the Initiative to mean that Washington is not opposed 1o 25X1
special trade arrangements. This comes at a time he needs further
demonstrations that a “special relationship™ exists between the Philip-

pies and the United States.

Top Secret
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Financial Issuces
e \Manilu requires an additional $330 million to finance the completion of

(s first nuclear plant, i two-thirds finished facthty supplicd by Westing- '

house. He is seeking Exim Bank financing 1o complete the project, bul

may settle for arestructuring of the existing Philippine Exim Bank debt. '
o Manila obicets 10 US opposition to concessional export eredits to

developing countries. Marcos's technoerats may press him to raise this

while in Washimgton.
o Prime Minister Virata obiects strongly o restrictions on domestic 25X1

cconomic policy imposed by the INF as o condition for bakancee-of-

pavments loans,

NMarcos 25X 1

may seek US support in INTE Torums for Manila™s posttion that more

lenient conditions are appropriate.
o W are seeking a bilateral investment treaty that would govern Mantils

treatment of both new US investment in the Philippies and existing

American holdings there, Marcos may link this to US concessions on

trade ishllcx.‘ 25X1

After the Visit We believe the visit awill probably prove a high point in the biliateral
relationship. After the visit, the realities of outstanding differences on
trade. financial, and sceurity matters will remain for both sides to deal
with. The Military Bases Agreement review, in particular. will begin 25X1
almost immediately. Differences on most trade and financial issues are

long standing and will not lend themselves to casy .\cnlcmcnyz

Marcos's own views on bilateral issues are also subject to change. The
Philippines face fairly serious cconomic and security problems that are
likely to grow worse over the next several vears before showing any
improvement. Manila's sense of need for “special treatment’ by Washing-
ton thus seems certain to grow. At the same time, we behieve Marcos s
likely to translate any demonstration of support he obtains for his
covernment during his visitinto expectations that this treatment will be

forthcoming later. ‘ ‘ 25X1
25X1
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